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Title: Employment and Earnings of the Working Poor  




Abstract: We use a unique administrative database to analyze the impact of labor market 
conditions on the employment outcomes of working poor adults in Oregon. Stronger 
labor demand conditions are associated with better employment outcomes. Lower 
earnings and less steady employment in rural areas are largely explained by higher 
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There is increasing emphasis at both the state and federal level on the need to increase 
the employment and earnings of low-income families, including those of current and potential 
welfare recipients. Yet there is relatively little information available about the dynamics of 
wage progression and job stability among low-income workers. The success of welfare reform 
depends not only on whether welfare recipients can move off of the caseload (or avoid 
participating in the first place), but also whether they can find and keep jobs and over time 
increase their earnings sufficiently to move their families out of poverty. In rural areas this 
transition is likely to be even more difficult, given the challenges facing some rural areas in 
terms of unemployment, inadequate earnings, and job instability.    
The ability of families to gain employment and move out of poverty may be 
determined in part by conditions in the local economy.  Evidence suggests that rural 
workers may face substantially greater barriers than urban workers to being fully 
employed and moving up the economic ladder.  In non-metro areas, poor families are 
already more likely to be working, and more likely to be underemployed (working part-
time, earning low wages or unemployed), compared to poor families in metro areas 
(Findeis and Jensen 1998).  
An implicit assumption behind much of the current emphasis on welfare-to-work 
is that getting a job, any job, will lead to long-term success (defined as economic self-
sufficiency) for low-income families. Studies tracking former welfare recipients generally 
find that many become employed but often have low earnings and high levels of job 
turnover. These studies usually focus on former welfare recipients, however, and rarely 
include working poor families who do not receive cash assistance.      2
In this paper we use a unique linked administrative database in Oregon to analyze 
the relative importance of local labor market demand conditions on the employment 
outcomes of a diverse group of low-income adults. This paper extends current research 
by including a broad group of working poor adults, not only former welfare recipients, 
and by testing different measures of labor market demand conditions, including job 
listings. Because current welfare-to-work policy largely ignores the role of the local labor 
market, this study has implications for both demand-side employment policy and welfare 
policy during the next recession. 
Summary of Recent Research 
A major assumption of recent welfare reform efforts is that families will be able 
to find jobs and, over time, increase their earnings to reach economic self-sufficiency. 
This assumption remains largely untested. Much of the focus of recent research has been 
on welfare recipients and those leaving the welfare caseload. A number of states and 
other researchers are conducting studies to track former welfare recipients and determine 
how well they fare after leaving the program (e.g., Pavetti (1997), Bartik (1998), Parrott 
(1998)).  These studies generally focus only on welfare recipients rather than the broader 
population of working poor families. 
A number of recent studies also have analyzed the impact of local labor demand 
on welfare recipiency and earnings. Bartik and Eberts (1999), Hoynes (1996), Harris 
(1995), and Fitzgerald (1995) look at the impact of local labor market conditions on 
welfare spells or caseloads. Bound and Holzer (1996) look more broadly at the less-
skilled labor market and conclude that drops in labor demand negatively impact young, 
less-educated and minority workers to a greater extent than more mobile and more skilled   3
workers.  Bartik (1995) also has analyzed how individual earnings, work hours, wages, 
and poverty status change in response to changes in local labor demand and industrial 
mix in metropolitan areas. These studies generally look at metropolitan statistical areas, 
however, or in some cases counties, and do not focus on the challenges faced by rural 
residents in more widely dispersed labor markets.   
Several studies examine the impact of economic conditions on poverty and 
earnings in rural areas.  Many of these studies find that industrial base, sectoral changes, 
and class stratification affect poverty rates or average earnings in non-metro counties 
(Gorham 1992, Brown and Hirschl 1995, Duncan 1996, Tickamyer 1992). One study 
(Findeis et al 1992) looks in detail at transitions out of poverty of families who have ever 
lived in non-metropolitan counties. Using national survey data, they find that the main 
strategy for exiting poverty for female-headed households is to work more hours. This 
study underscores the importance of labor market conditions in affecting poverty in rural 
areas. However, the study includes only the county unemployment rate and a region 
dummy to control for differences in area characteristics.   
Our paper adds to recent research looking at job instability and wage growth of 
low-skilled and low-income workers. Much of this work is motivated by a desire to 
understand how poor workers will fare under the new welfare system: whether they will 
be successful in getting and keeping jobs (Pavetti and Acs 1997); and whether the jobs 
they get are likely to lead to increases in income over time (Gladden and Tabor 1998). 
Under the new welfare regime, understanding the dynamics of labor force attachment and 
earnings growth in rural areas will be critical to ensuring the well-being of low-income 
rural residents.   4
Data and Sample 
In this study we use linked administrative data files from Oregon to analyze the 
employment transitions and outcomes of a diverse group of low-income adults. The study 
population is adults aged 18 to 64 who qualified for the Oregon Health Plan in 1994 and 
who were working during the calendar quarter in which they enrolled.
1 To qualify (in 
1994), a family's income needed to be below the relevant federal poverty threshold for at 
least one month (thus including working poor families as well as current and former 
welfare recipients).
2 The database links program participation information with quarterly 
earnings data collected from employers by the Oregon Employment Department. 
The study population includes 60,160 adults who were employed at the time of 
enrollment in the Oregon Health Plan (in 1994).  Most were female (60 percent), under 
age 30 (44 percent) and white (82 percent). Less than 3 percent had a disability known to 
the state agency, though for many this information is not reported. Most have a high 
school degree.
3 Unfortunately, the database does not include information on marital 
status or number of children, two factors which may strongly influence employment 
decisions and outcomes.  
Our primary objective is to investigate the relationship between local labor market 
conditions and employment and earnings outcomes for the working poor. We define the 
local labor market facing the individual based on commuting zones (Tolbert and Sizer, 
USDA ERS, 1996). There are 18 commuting zones in Oregon, several of which cross 
                                                        
1 The Oregon Health Plan included an expansion of the federal Medicaid program to cover working poor 
families and was allowed under special waivers.  
2 We use the term “working poor” for convenience. In some cases, the family may have had annual income 
above the federal poverty threshold for 1994 even though they qualified for the Oregon Health Plan based 
on one month’s income. 
3 Information on education level is missing for about 40 percent of the sample. We include a dummy for 
missing education in the control variables.   5
state boundaries, and which vary in size from one major metropolitan area to 12 non-
metropolitan zones with either a small town or small urban center.
4  
As shown in Table 1, economic conditions varied widely across the commuting 
zones of Oregon in 1996.  Generally, economic conditions are less favorable in nonmetro 
as compared to metro labor markets. Average employment growth is higher in metro than 
nonmetro labor markets.  In addition, the average unemployment rate increases almost 
monotonically as the size of a labor market’s urban center decreases. Interestingly, job 
openings (per one thousand employed) listed with the Oregon Employment Department 
also increase steadily as the size of the labor market decreases.
 5 This suggests some sort 
of spatial mismatch. Those seeking jobs in smaller labor markets seems to have less 
success in obtaining jobs, and employers in these markets seem to be having a harder 
time finding employees with the skills/characteristics that meet their needs.  












Listings per 1000 
Employed
a 
Change in Total 
Employment, 
1995-96 
Metropolitan        
    Major metro  4.6  51  2  3.7% 
    Medium metro  5.5  53  4  3.6 
    Small metro  8.8  60  6  1.3 
        
Non-metropolitan        
    Large urban center  9.1  79  8  2.0 
    Small urban center  9.0  99  7  2.4 
    Small town  10.6  107  5  2.5 
aLow-wage job listings are defined as those offering $5.50 per hour or less. 
                                                        
4 For more detail on the commuting zone designations, see Davis, et al. 1998. 
5 Not all job openings are listed with the Employment Department. Those listed tend to be the kinds of jobs 
for which it is harder to find qualified applicants.   6
Employment and Earnings Outcomes of the Working Poor 
  How much do earnings grow over time for the working poor? For these working 
poor adults in Oregon, earnings growth occurs for many, but nonetheless, most have very 
low annual earnings. Earnings during the intake quarter (the quarter in which the person 
enrolled in the Oregon Health Plan) averaged only $1,784.  However, average earnings 
did increase considerably over time. As shown in Table 2, quarterly earnings after intake 
(1994-96) averaged $2,502, an increase of $718, or about 40 percent.
 6  Quarterly 
earnings of those employed in 1995 averaged $2,469, and increased to $2,874 in 1996. 
Table 2: Average Earnings 
 
Working poor adults (N=60,160) 
 Mean  Median  75
th Percentile 
Earnings during intake quarter  $1,784  $1,487  $2,560 
Quarterly earnings after intake  2,502  2,189  3,367 
 








1995 Poverty line 
for a family of 3 
Average quarterly 









Annual earnings in 1995  8,848  7,510  12,740  $12,278 
 








1996 Poverty line 
for a family of 3 
Average quarterly 









Annual earnings in 1996  10,404  8,849  14,921  12,641 
 
  While average quarterly earnings increased over the three-year time period, 
annual earnings remained quite low for most of these workers. Mean annual earnings 
were $8,848 in 1995 and $10,404 in 1996. Using the poverty threshold for a family of 3   7
as a measure of “low” earnings, we find that majority of these workers frequently 
experience quarters in which their earnings fall below that threshold  (the annual poverty 
threshold for a family of three with two children was $12,641 in 1996.)
7  As shown in 
Table 3, 43 percent have below-poverty-threshold earnings in all quarters (through 1996) 
after their enrollment in the Oregon Health Plan.  Nearly 20 percent frequently have 
earnings that low. Only 16 percent earn above-poverty earnings in most quarters (at least 
three-fourths of all quarters) (note that these families probably no longer qualify for the 
Oregon Health Plan). 
Table 3: Quarterly Earnings Below the Poverty Threshold
a 
 
Category Definition  Number  Percent 
Uninterrupted 
poverty 
Earnings below poverty in all quarters  25,861  43.0 
Frequent poverty  Earnings below poverty in at least 75% of 
quarters 
11,242 18.7 
Limited poverty  Earnings below poverty in between 25 and 75% 
of quarters 
13,349 22.2 
Infrequent poverty  Earnings below poverty in 25% or fewer quarters  9,708  16.1 
aEarnings below poverty threshold for a family of 3 with 2 children. The family’s income may be above 
poverty if the family has other sources of income or earnings. 
 
Earnings are generally low for these workers, in part because they experience 
numerous periods of non-employment (no reported earnings).
 8 If we look at all quarters 
since intake (1994-96), most of these working poor adults do work steadily (59.7 percent 
work 75 percent or more of all quarters). But for the remaining 40 percent whose 
employment is limited or intermittent, total earnings are clearly constrained by periods of 
                                                                                                                                                                     
6 All dollar figures are reported in nominal terms. Inflation during this time period was relatively low. 
Using real dollars would require using a CPI index, probably the Portland metro CPI, which may not 
accurately reflect price changes in rural parts of the state. 
7 Because we only have information on the earnings of the individual, we do not know if their family 
income is above the poverty line, if for example, other members of the family have earnings. We use the 
poverty threshold as a yardstick to measure low earnings.   8
non-employment. Ten percent or more did not work at all in 1995 or 1996, despite having 
been employed when first enrolled in the Oregon Health Plan 1996 (see Table 4). Close 
to half in each year had at least one quarter with no reported earnings. About half of the 
sample worked all four quarters in 1995 and in 1996. Yet only 38 percent worked in all 
the quarters after intake (1994-96). Thus, full-year work year after year appears to be 
elusive for many of these working poor adults.  
Table 4: Percentage of quarters worked 
 
Number of quarters worked  Percent in 1995  Percent in 1996 
0
a 9.6%  17.8% 
1 9.2  7.6 
2 11.9  10.1 
3 15.0  13.3 
4 54.3  51.1 
aThe percentage working zero quarters may be overstated because some workers may have moved out of 
state and do not report earnings in Oregon. 
 
  To better illustrate changes in earnings over the three-year period, Table 5 
provides a transition matrix that shows average quarterly earnings in 1996 compared to 
earnings at intake. For those earning less than $1,000 in their intake quarter, about 22 
percent earned something, but still less than $1000 per quarter in 1996. Another one-third 
earned between $1000 and $3000 in 1996, and nearly 20 percent earned more than 
$3,000.  In sum, among those with the lowest earnings at intake, about half increased 
their average quarterly earnings in 1996.  
For those in the two middle ranges (earning $1000-$3000 and $3000-$5000 at 
intake), close to 40 percent maintained the same average quarterly earnings in 1996. For 
those earning over $5,000, however, most (57 percent) continued to average earnings 
over $5000 in 1996. About 20 percent had dropped to between $3000 and $5000 in 1996.  
                                                                                                                                                                     
8 We cannot distinguish between periods of unemployment and the choice to be out of the labor force, for   9
Overall the transition matrix shows a fairly wide variation in earnings changes, though 
the highest earnings group was better able to maintain their level of earnings. 
Table 5: Transition Matrix: Percentage of workers in each earnings range 
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aThe percentage with no earnings may be slightly overstated because some workers may have moved out of 
state or became self-employed. 
 
The Impact of Local Labor Market Conditions 
  We investigate the impact of local labor market conditions on three employment-
related outcomes for this group of working poor adults in 1996: average quarterly 
earnings, fraction of quarters worked, and fraction of quarters with earnings above the 
poverty threshold for a family of 3.
9 Control variables in each model include the 
individual’s race, gender, education level, age and age squared, wage at intake, and a 
disability indicator. We test various measures of local labor market demand conditions, 
                                                                                                                                                                     
example, to care for children or attend training or school. 
9 We assume that the fraction of quarters worked and the fraction of quarters with earnings above a 
threshold take the logistic form (because their values must lie between 0 and 1 inclusive). The dependent 
variable therefore is the Ln(W/1-W), where W is the fraction of quarters worked (or with earnings above 
the threshold).   10 
including employment growth, (total and in particular sectors), unemployment rate, and 
job listings (total and low-wage listings). 
10 We also investigate whether poor workers in 
rural areas fare worse than their counterparts in metro areas.  
  As shown in the first column of Table 6, residents of rural areas appear to suffer 
more negative labor market outcomes (these models control for individual demographic 
characteristics and include a non-metro dummy variable).
 11  Average quarterly earnings 
were about $250 less in non-metropolitan commuting zones compared to metro areas.  
Working poor adults in non-metro areas also generally worked fewer quarters and had 
fewer quarters with earnings above the poverty threshold.  
However, once we control for local labor market conditions, these rural effects 
shrink, and in some cases are no longer statistically significant. Columns 2 and 3 of Table 
6 include employment change and unemployment rate, respectively, along with the non-
metro dummy.
12  As expected, we find that employment growth has a positive effect on 
labor market outcomes of the working poor, while higher unemployment worsens their 
outcomes. In addition, the estimated coefficient for rural areas is not statistically 
significant once we control for unemployment in the commuting zone. This result 
                                                        
10 We tested whether total job listings or low-wage job listings per thousand people employed had an 
impact on labor market outcomes of the working poor (results available from the authors.) In cases where 
the estimated coefficient (on job listings) was statistically significant, the sign was counterintuitive --  
suggesting that more job listings were associated with worse outcomes for the working poor.  The results 
for job listings seem rather anomalous, but it may be that job listings are not a very good measure of 
demand for labor. Only a fraction of all job openings are listed with the state Employment Department, and 
employers are more likely to list jobs for which they have trouble finding employees with the right skills. 
More job listings may signal a poor labor outlook, or a mismatch of skills, rather than a higher level of 
employer demand per se.  
11 We tested using dummy variables for the set of 18 commuting zones and separately for the 6 commuting 
zone types and found that the overall pattern fit the metro/non metro split.  
12 In results not shown here, we found that separate measures of employment growth in particular sectors 
(retail trade, services and manufacturing) did not explain labor market outcomes better than total 
employment growth.   11 
suggests that the relatively worse labor market conditions in the non-metro areas are 
largely responsible for the “rural disadvantage.”    
Conclusions 
The prospects for stable employment and steady earnings growth for the working 
poor are, for the most part, fairly bleak. Working poor adults in Oregon increased their 
employment time and earnings over the three-year period, but these gains were relatively 
modest for most. Some worked steadily, and those with relatively high earnings (more 
than $5000 in a quarter) often maintained or increased their income. Nonetheless, for 43 
percent, quarterly earnings were below a typical poverty threshold in every quarter, and 
another 40 percent had below-poverty earnings at least one fourth of the time. On the 
other hand, close to 60 percent experienced at least one quarter with earnings above 
poverty, suggesting the potential for earnings at a level to support a family. The problem, 
in part, is the frequency of job changes and periods of non-employment. Half of these 
adults worked no more than 3 quarters in each year. 
Average earnings and employment stability varied considerably across Oregon’s 
commuting zones. Employment growth helped to increase individuals’ average quarterly 
earnings, while higher unemployment is associated with lower earnings and less steady 
employment. Yet other potential measures of labor demand conditions – employment 
growth in particular sectors and job listings -- did not explain these patterns very well. It 
may be that individuals’ barriers to entry and lack of skills impede employment and 
earnings growth regardless of the labor market. In addition, while conditions varied 
across Oregon, most areas were experiencing at least some economic growth in these 
years. Living in a non-metro commuting zone significantly lowered average earnings,  12 
resulting in fewer quarters with earnings above poverty. However, once we control for 
unemployment in the commuting zone, the estimated coefficient for rural areas is not 
statistically significant. This result suggests that the relatively worse labor market 
conditions in the non-metro areas are largely responsible for the “rural disadvantage.”   
Table 6: Estimated Impacts of Local Labor Market Conditions 
 
Dependent variable: Average quarterly earnings (1996) 
 












Employment change  ----  109.9** 
(11.0) 
---- 
Unemployment rate  ----  ----  -73.7** 
(5.9) 
OLS results. Results using a Tobit procedure to account for observations censored at zero were very 
similar. **Significant at the 5 percent level. 
 
Dependent variable: Fraction of quarters worked (logistic distribution) 












Employment change  ----  0.08222** 
(0.0239) 
---- 
Unemployment rate  ----  ----  -0.0653** 
(0.0128) 
**Significant at the 5 percent level. 
 
Dependent variable: Fraction of quarters with earnings above a poverty threshold 
(logistic distribution) 












Employment change  ----  0.2949 ** 
(0.0271) 
---- 
Unemployment rate  ----  ----  -0.2265** 
(0.0145) 
**Significant at the 5 percent level. 
 
Controls in all models include age, race, gender, education level, disability and wage at intake (these 
estimates corresponded to typical earnings equation estimates but are excluded to meet page limits).  13 
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